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Agenda

Å Housekeeping Items

Å SHARS Program Overview

Å Billing

Å RMTS & MAC Overviews

Å SHARS Cost Report (Steps 1 ï10)
Acceptable supporting documentation 

Allowable costs vs. non -allowable cots 

Å STAIRS Demonstration

Å Additional SHARS Information
Å Appeal Process
Å Cost Report Correction Procedures
Å STAIRS Edits
Å Oversight
Å Documentation Requirements
Å SHARS Financial Contacts
Å District vs. Vendor Responsibilities 

Å SHARS Resources & Contact Information
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Housekeeping Items
Å Webinar audio options

Phone Call

Must use the telephone number, access code 
and audio pin found on the right hand side of 
screen 

Computer Audio

Must have a microphone enabled computer to 
speak during webinar

Å For all technical difficulties contact Webinar Support 
at 1 -800 -263 -6317 

Å Training duration

Å Breaks

Å Must be present and attentive during entire training 
presentation to obtain training credit

Å Email name of participants if sharing a computer 
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Housekeeping Items

Å GoToMeeting Chat Function

Å GoToMeeting Raise Hand Feature

Å Polling questions

Å Email questions to 
ra_shars@hhsc.state.tx.us or call 
the SHARS Help Line at (512) 730 -
7400

HHSC Rate Analysis
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SHARS Program Overview 

Medicaid services provided by school districts in Texas to Medicaid -
eligible students are known as School Health and Related Services 
(SHARS). The oversight of SHARS is a collaborative effort between the 
Texas Education Agency (TEA) and the Health and Human Services 
Commission (HHSC). SHARS allows local school districts, including 
public charter schools, to obtain Medicaid reimbursement for certain 
health - related services prescribed by a health professional and 
documented in a student's Individualized Education Program (IEP).
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SHARS Program Overview

SHARS reimbursement is provided for students who meet 
all of the following requirements:

Å Are 20 years of age or younger and eligible for 
Medicaid

Å Meet eligibility requirements for special education 
described in the Individuals with Disabilities Education 
Act (IDEA)

Å Have IEPs that prescribe the needed services

The Individuals with Disabilities Education Act (IDEA) is a 
United States federal law that governs how states and public 
agencies provide special education, and related services to 
children with disabilities. It addresses the educational needs 
of children with disabilities in cases that involve 14 specified 
categories of disability.

HHSC Rate Analysis
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SHARS Program Overview

In order to receive and retain federal reimbursement for Texas 
Medicaid, as a provider of medical services for SHARS, an ISD 
must:

Å Be enrolled and approved as an active provider with Texas 
Medicaid & Healthcare Partnership (TMHP);

Å Ensure all SHARS services are provided by approved/qualified 
providers as indicated in the Texas Medicaid Provider 
Procedures Manual (TMPPM);

Å Bill for and clearly document allowable Medicaid services as 
they are delivered;

Å Abide by HHSC rules and regulations and meet the TEA 
standards for the delivery of SHARS;

Å Meet all eligibility requirements and participate in the Random 
Moment Time Study (RMTS);

Å Submit an annual SHARS Cost Report; and

Å Comply with all state and federal audits.

HHSC Rate Analysis
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SHARS Program Overview

Services covered by SHARS include:

Å Audiology, including evaluations and therapy sessions;

Å Counseling;

Å Nursing Services, including routine medication administration 
services;

Å Occupational Therapy, including evaluations and therapy sessions;

Å Personal Care Services *;

Å Physical Therapy, including evaluations and therapy sessions;

Å Physician Services;

Å Psychological Services, including evaluations and therapy sessions;

Å Speech Therapy, including evaluations and therapy sessions; and

Å Specialized Transportation.

* PCS providers are required to carefully review and document 
PCS services (TMPPM 3.3.6)

HHSC Rate Analysis



SHARS Billing

Å Per TAC Rule §354.1342(8), districts must bill for each cost 
category for which it intends to seek reimbursement 
through the annual cost report. 

Å Districts are required to bill for these services through the 
TMHP claim system. 

Å The TMHP claim system provides for prompt eligibility 
verification, identifies duplicate claim filings, creates a 
complete audit trail from service to claim, and documents 
payment data necessary for the Surveillance and 
Utilization Review (SUR) system.

Å Failure to bill for services in accordance with the TMPPM 
and the Texas Administrative Code (TAC) may impact a 
school districtôs Medicaid fundingand subsequent 
reimbursements.

Å All associated costs in the cost category will also be 
disallowed if the cost category is not billed for at least once 
during the cost report period.
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SHARS Billing
Å Refer to the TMPPM Volume 1: Section 3 ïTMHP Electronic Data 

Interchange (EDI) for information on electronic claims submissions.

Å Refer to the TMPPM Volume 1: Section 6 ïClaims Filing for general 
information on claims filing protocol. Claims must be submitted 
within 365 days from the date of service or no later than 95 days 
after the end of the Federal Fiscal Year (January 3 rd ), whichever 
comes first.

Å Payment denial codes are applied to the Texas Provider Identifiers 
(TPI) that have had no claim activity for a period of 24 months or 
more. Once a payment denial code has been applied to a TPI, it 
will be considered inactive and will not be able to be used to 
submit claims. 

Å To have the payment denial code removed from a TPI, providers 
must submit a completed application for the state health -care 
program in which they wish to enroll and the application must be 
approved by TMHP. The information on the application must match 
the information currently on the providerôs file for the payment 
denial code to be removed.

HHSC Rate Analysis
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SHARS Billing

TEA and IDEA require one - time written consent from the 
parent and written notification before accessing a childôs or 
the parentôs public benefits or insurance for the first time 
and prior to obtaining the one - time parental consent and 
annually thereafter. All schools participating in SHARS 
must be in compliance with 34 CFR §300.154 and 34 CFR §
300.300.

TEA SHARS Website:

https://tea.texas.gov/index2.aspx?id=25769817836

Note: A lack of parental consent does NOT equal consent. 
Consent must be given in writing for services to be 
provided.  

Parental Consent

HHSC Rate Analysis
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SHARS Billing

It is the districtôs responsibility to maintain documentation 
verifying parental notice was provided and consent was
obtained. If the district is selected for a desk review or an 
audit, it may be asked to produce documentation showing 
that all parental notice/consent requirements were fulfilled.

Parental Consent
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SHARS Billing

(TMPPM) Childrenôs Services Handbook, Volume 2: Section 3.5.1.1 
Appealing Denied SHARS Claims

ÅSHARS providers that appeal claims denied for exceeding benefit limitations 
must submit documentation of medical necessity with the appeal. 
Documentation submitted with an appeal must include the pages from the 
IEP and Admission, Review, & Dismissal (ARD) documents that show the 
authorization of the services, including the specified frequency and duration 
and the details of the need for additional time or the reasons for exceeding 
the benefit limitations. Each page of the documentation must list the clientôs 
name and Medicaid number.

(TMPPM) Volume 1: Section 6.1.4.4 Appeal Time Limits

ÅAll appeals of denied claims and requests for adjustments on paid claims 
must be received by TMHP within 120 days from the date of disposition, the 
date of the Remittance and Status (R&S) Report on which that claim 
appears. If the 120 -day appeal deadline falls on a weekend or holiday, the 
deadline will be extended to the next business day.

ÅRefer to: Subsection 6.1.2, ñClaim Filing Instructionsò in this section

(Claims Billing) Appeal Process

HHSC Rate Analysis



1/7/2020 14

SHARS Billing

ÅTMHP provides weekly R&S Reports to give providers 
detailed information about the status of claims submitted 
to TMHP.

ÅThe R&S Report also identifies account receivables 
established as a result of inappropriate payment. These 
receivables are recouped from claim submissions.

ÅIf no claim activity or outstanding account receivables 
exist during the cycle week, a provider will not receive an 
R&S Report.

ÅThe R&S reflects claim payments processed during the 
period stated on the report regardless of the SHARS 
dates of service.

ÅProviders are responsible for reconciling their 
records to their R&S reports to determine 
payments and denials received.

Remittance & Status (R&S) Reports

HHSC Rate Analysis



1/7/2020 15

SHARS Billing

ÅThe purpose of the Certification of Funds (COF) statement is to 
verify that the school district incurred costs on the dates of 
service that were funded from state or local funds in an amount 
equal to, or greater than, the combined total of its interim rates 
times the paid units of service.

ÅTMHP Provider Enrollment mails the quarterly COF statement to 
SHARS providers after the end of each quarter of the federal 
fiscal year (October 1 through September 30). SHARS providers 
are required to certify the amount reimbursed during the 
previous federal fiscal quarter.

ÅWhile the payments were received the previous federal fiscal 
quarter, the actual dates of service could have been many months 
prior. Therefore, the certification of public expenditures is for the 
dates of service and not the dates of payment.

Certification of Funds (COF) Statement
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SHARS Billing

ÅThe COF statement must be:

ÅSigned by the business officer or other financial 
representative who is responsible for signing other 
documents that are subject to audit.

ÅNotarized

ÅReturned to TMHP within 25 calendar days of the date 
printed on the letter.

Failure to meet the COF requirement may result in recoupment of 
funds or the placement of a vendor hold on a providerôs payments 
until the signed COF statement is received by TMHP. Providers 
should call the TMHP Contact Center at 1 -800 -925 -9126 if they do 
not receive their COF statement within a week of the end of the 
federal fiscal quarter.

Certification of Funds (COF) Statement
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Random Moment Time 
Study (RMTS) Overview

RMTS Overview 

Presented by HHSC Time Study
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Medicaid Administrative 
Claiming (MAC) Overview

MAC Financial Overview 
for ISDs

Presented by HHSC MAC Team
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SHARS Cost Report
Å Centers for Medicare & Medicaid Services (CMS) requires annual 

cost reporting, cost reconciliation, and cost settlement processes 
for all Medicaid SHARS services delivered by school districts.

Å The primary purpose of the cost report is to document the 
providerôs costs for delivering SHARS services to reconcile the 
providerôs interim payments received for SHARS services with its 
actual total Medicaid allowable costs.

Å In accordance with Title 1 of the Texas Administrative Code, Part 
15, Chapter 355, SubChapter J, Division 23, Rule 8443, each 
SHARS provider must complete an annual cost report for all SHARS 
services delivered during the previous federal fiscal year covering 
October 1 through September 30.

Å Each SHARS provider who is a member of a cooperative or shared 
services arrangement must submit a separate SHARS cost report 
and have a district -specific RMTS Participant List (PL).

Å All annual SHARS cost reports that are filed are subject to audit 
and/or desk review by HHSC or its designee.

Å Failure to file a complete and acceptable cost report by the cost 
report due date in accordance with all instructions and rules will 
result in recoupment of all interim payments received during the 
cost report year. 
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SHARS Cost Report

ÅCost Report Training for SHARS 2019 Cost Report 
(Mandatory)
Å January, February, and March

Å Federal Fiscal Year (SHARS Cost Report Period)
ÅOctober 1 ïSeptember 30

ÅCost Report Due Date (Strictly Enforced)
ÅApril 1

ÅCost Report Corrections Due Date (Strictly Enforced)
Å June 1 (60 days after initial submittal of the cost 

report)

ÅCost Report Settlement
Å February 

Å First Quarter PL Submission Deadline
ÅSeptember 15

Important Dates
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SHARS Cost Report

All SHARS cost reports are built, maintained, 
and submitted through the State of Texas 
Automated Information Reporting System 
(STAIRS).

STAIRS* is a web -based system provided at no 
charge by the HHSC Rate Analysis Department 
and its contractor, Fairbanks LLC.

https://cr.fairbanksllc

Note: The 2019 SHARS cost report will be 
accessed on a new, updated platform. 

HHSC Rate Analysis
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SHARS Cost Report

Standards for an Acceptable Cost Report
Each cost report must :

Å be completed in accordance with the cost report instructions 
and reimbursement methodology rules;

Å be completed for the correct cost - reporting period;

Å be completed using the accrual, modified accrual, or cash basis 
method of accounting for governmental entities;

Å reconcile to the districtôs trial balance and general ledger 
accounts;

Å report dollar amounts properly rounded to the nearest dollar 
and report statistical information to two decimal places;

Å calculate all percentages used in calculations to at least two 
decimal places;

Å have complete edit explanations with sufficient detail to explain 
all variances;

Å be submitted in the SHARS web -based cost report system; and

Å have signed, notarized, original certification pages uploaded 
and submitted in STAIRS on or before the posted due date. 

HHSC Rate Analysis



SHARS Provider Data (Step 1)

Consists of the following:

ÅDistrict Identification

ÅSHARS Provider Identification

ÅFinancial Contact

ÅReport Preparer Identification

ÅLocation of Accounting Records That 
Support This Report

ÅCooperative Information
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General and Statistical 
Information (Step 2)

Cost are allocated using statistics that have been approved by CMS to facilitate the 
identification of costs associated with Medicaid. 

There are four key allocation methods used in the cost report: (1) an allocation method to 
identify the cost of medical services irrespective of payer and administrative cost; (2) a 
method for allocating direct medical services costs to the Texas Medicaid program; (3) a 
method for allocating transportation costs that cannot be direct costed to specialized 
transportation services; and (4) a method for allocating specialized transportation based 
on the one -way trip ratio.

COST ALLOCATION METHODS:

Å Direct Services Time Study Percentage ïReports the amount of time related to all 
medical services and Medicaid administrative claiming as derived from data obtained 
from the RMTS (statewide time study).

Å Direct Medical Services IEP Ratio ï(Total number of Medicaid students with IEPs 
requiring medical services)/(Total number of students with IEPs requiring medical 
services)

Medical IEPs refers to students with IEPs that document the need for a direct 
medical service. Direct Medical Services IEP Ratio = (The total number of Medicaid 
students with IEPs requiring medical services) / (The total number of students with 
IEPs requiring medical services).

Å The third allocation method used in the cost report is for transportation costs that 
cannot be direct costed to specialized transportation services, e.g., fuel, insurance, 
and/or bus mechanic costs. It is referred to as the Specially -Adapted Vehicles Ratio. 

If costs cannot be direct costed to specialized transportation services, it is 
acceptable to allocate the costs to specialized transportation service based on 
calculating (the number of specialized transportation vehicles) / (the total number of 
transportation vehicles).

Å The fourth allocation method, the One -Way Trip Ratio, is the ratio of one -way 
specialized transportation trips provided on a day when medical services pursuant to 
an IEP were provided divided by the total number of one -way specialized 
transportation trips. 

One-way Trip Ratio = (total one -way trips for Medicaid students with IEPs requiring 
specialized transportation services) / (total one -way trips for all students with IEPs 
requiring specialized transportation services).
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General and Statistical Information (Step 2)

IEP Ratio = ( Total number of Medicaid students 
with IEPs requiring medical services )/( Total 
number of students with IEPs requiring medical 
services )

HHSC Rate Analysis

Total Student 
Population

Special 
Education 
Students

Students with 
IEPs that 
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IEPs that 
prescribe 
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General and Statistical Information (Step 2)

ÅSpecialized Transportation Services IEP Ratio ï(Total number of 
Medicaid students requiring specialized transportation services)/(Total 
number of students requiring specialized transportation services)

ÅSpecially -Adapted Vehicles Ratio ïUsed to allocate transportation costs 
that cannot be direct costed to specialized transportation services, e.g., 
fuel, insurance, and/or mechanic costs.  (Total number of specially 
adapted vehicles)/(Total number of vehicles)

ÅOne-Way Trip Ratio ï(Total one -way trips for Medicaid students with 
IEPs requiring specialized transportation services)/(Total one -way trips 
for all students with IEPs requiring specialized transportation services) 

HHSC Rate Analysis
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General and Statistical 
Information (Step 2)

Reimbursement for covered transportation services is 
calculated on a student one -way trip* basis, as long as the 
student receives at least one direct medical service on the 
same day .

*Important: If the student receives a billable SHARS service that is 
documented in his/her IEP (including personal care services on the bus) and is 
transported on a specially adapted vehicle, the following one -way trips may be 
claimed:

1. From the studentôs residence to school

2. From the school to the student's residence 

3. From the student's residence to a provider's office that is contracted with 
the district 

4. From a provider's office that is contracted with the district to the 
student's residence 

5. From the school to a provider's office that is contracted with the district 

6. From a provider's office that is contracted with the district to the 
student's school 

7. From the school to another campus to receive a billable SHARS service 

8. From the campus where the student received a billable SHARS service 
back to the student's school 

9. For more information on SHARS Transportation see: Texas Medicaid 
Provider Procedure Manual ïChildrenôs Services Handbook, Vol. 2, 
Section 3.3.10 Transportation Services in a School Setting 

HHSC Rate Analysis
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General and Statistical 
Information (Step 2)

Å All 5 allocation ratios/methods are listed in the General & 
Statistical Information section of the SHARS Cost Report.  

Å Each districtôs General Provider Information, Unrestricted 
Indirect Cost Rate, and Direct Medical Services Percentage 
Derived From Approved Time Study (Direct Services Time 
Study Percentage) are provided by HHSC.

Å The Direct Medical Services IEP Ratio, Specialized 
Transportation Services IEP Ratio, Specially -Adapted Vehicles 
Ratio, and One -Way Trip Ratio are calculated within the cost 
report using data entered by the preparer. 

HHSC Rate Analysis
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IEP Ratio Supporting 
Documentation 

Å Provide a Medicaid eligibility list 
which includes:
Å A Medicaid column 

Å For students that are Medicaid, 
please provide their Medicaid 
number. For those that arenôt, 
please leave blank.

Å Provide the formula/method used to 
calculate the IEP ratio.

Å Ensure LD -only students are not 
included in the ratio.

HHSC Rate Analysis
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Transportation Ratio 
Supporting Documentation 

Å Provide actual trips logs with the following elements:

Å Log filled daily by the bus driver, not the monitor

Å Signature on each log by the bus driver, dated in the 
appropriate month/year 

Å Any changes in the log need to be initialed by the bus 
driver

Å Route name/number 

Å District name 

Å Logs need to be from the cost report period anything 
outside of these dates cannot be included in ratio

Å Provide documentation or confirm that another direct 
medical service was provided the same day as each trip 
(needs to be available in the event of an audit) 

Å Provide a Medicaid eligibility list

Note: Bus monitors CANNOT sign for Bus Drivers

HHSC Rate Analysis



Direct Medical Services Data 
(Step 3)

ÅThe purpose of the SHARS Cost Report 
is to:
Å Capture Medicaid -allowable costs for the 

CMS-approved personnel delivering direct 
medical services; and

Å Capture Medicaid -allowable costs 
associated with specialized transportation 
services, in accordance with the CMS -
approved Texas Medicaid State Plan.

ÅDirect Medical Services Data can be 
entered in summary (Step 3b). 
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Direct Medical Services Data 
(Step 3)

Direct Medical Services Employee Information:

Å In step 3, the data for Provider Category, External ID, 
Name, Employment Type, Title, and Quarters Reported on 
Participant List is pre -populated based on information 
reported on the districtôs participant lists throughout the 
cost report period.

Å All Employee Information, excluding the quarters reported 
on the districtôs participant list, can be edited in Step 3.  

Å Employee Information is summarized and reduced to 
Provider Category, Number of Employees (headcount), 
and Number of Contactors (headcount) in Step 3.

Å SSA/Co -Op employees are to be recorded in the cost 
report as employees by the SSA/Co -Op fiscal agent.  If 
these individuals provide services at the other member 
districts of the SSA/Co -Op, the member districts should 
record their portion of the costs as contractor costs.  

Å Any worker that only works for an ISD should be reported 
as an employee on the ISDôs cost report.

HHSC Rate Analysis
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Direct Medical Services Data 
(Step 3)

Direct Medical Services Employee Information:

If an employee or contracted staff member only provides 
supervisory services and does not deliver any direct 
medical services to clients, that individualôs paid hours & 
costs should NOT be reported on the cost report.

HHSC Rate Analysis
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Direct Medical Services Data 
(Step 3)

Direct Medical Services Payroll, Benefits, and Taxes:

Å Hours - Total hours paid to an employee/contractor for direct medical 
services provided to the districtôs Medicaid and/or non-Medicaid clients 
during the quarters the employee/contractor was included on the 
districtôs participant list.  Hours includes overtime, travel time, 
documentation time, training time, staff meeting time, paid vacation 
time, and paid sick leave time relating to the Gross Salary/Contractor 
Payments reported for the employee/contractor.   Employee hours and 
Contractor Hours are reported separately in Step 3b.  

Å Gross Salary/Contractor Payments ïSalary/payments paid to an 
employee or contractor (before taxes or any deductions) for the hours 
he/she provided direct medical services to the districtôs Medicaid and/or 
non -Medicaid clients during the quarters the employee/contractor was 
included on the districtôs participant list.  Gross Salary/Contractor 
Payments includes overtime pay, cash bonuses, and any cash incentives 
paid from which payroll taxes are (or should be) deducted.  Gross 
Salaries and Contractor Payments are reported separately in Step 3b.

Å Note: Districts should be prepared to justify higher than average 
salaries for employees and contractors

HHSC Rate Analysis
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Direct Medical Services Data 
(Step 3)

Direct Medical Services Payroll, Benefits, and Taxes:

Å Report 100% of the salary payments for ALL eligible 
participants on the participant list (PL) for the quarters 
the positions were included on the districtôs PL.

Å Costs reported are ñposition-specificò not ñperson-
specificò.
Å Example: Position #85 had the following 

employee changes from January ïMarch:
Å Employee A works Jan 1 thru Jan 19, earns 

$800
Å Substitute A works Jan 20 thru Feb 28, earns 

$1,200
Å Employee B works March 1 thru March 31, 

earns $1,500
Å The total SHARS Reportable Expenditure for 

Position #85 is $800 + $1,200 + $1,500 = 
$3,500

HHSC Rate Analysis
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Direct Medical Services Data 
(Step 3)

Direct Medical Services Payroll, Benefits, and Taxes:

ÅEmployer - Paid Retirement ïDirect costed, employer -paid 
retirement contributions made by the district for a direct medical 
services employee during the quarters the employee was listed on 
the districtôs participant list.  

ÅEmployer - Paid FICA ïDirect costed, employer -paid Federal 
Insurance Contributions Act (FICA) contributions made by the 
district for a direct medical services employee during the quarters 
the employee was listed on the districtôs participant list.

ÅEmployer - Paid Medicare ïDirect costed, employer -paid 
Medicare contributions paid for a direct medical services employee 
during the quarters the employee was listed on the districtôs 
participant list.  
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Direct Medical Services Data 
(Step 3)

Direct Medical Services Payroll, Benefits, and 
Taxes:

Å State Unemployment (Payroll Taxes or Reimbursing Employer Costs) ï
The direct costed, employer -paid Texas Unemployment Compensation Act 
(TUCA) contributions paid for a direct medical services employee during the 
quarters the employee was listed on the districtôs participant list.  Reimbursing 
employers that pay into an unemployment account in lieu of taxes should report 
the actual amount of unemployment compensation paid for any direct medical 
services staff members.  

Å Federal Unemployment ïThe direct costed, employer -paid Federal 
Unemployment Taxes Act (FUTA) contributions paid for a direct medical services 
employee during the quarters the employee was listed on the districtôs 
participant list.  

Å Workerôs Compensation Costs (including Self- Insurance Costs) - Costs 
for direct medical services staff must be reported with amounts accrued for 
premiums, modifiers, and surcharges, and net of any refunds and discounts 
actually received or settlements paid during the quarters the employee was 
listed on the districtôs participant list.  Costs related to self- insurance are 
allowable on a claims -paid basis and are to be reported on a cash basis.  
Contributions to self - insurance funds that do not represent payments based on 
current liabilities are unallowable costs.
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Direct Medical Services Data 
(Step 3)

Direct Medical Services Payroll, Benefits, and Taxes:

Å Other Benefit ïAny direct costed, employer -paid benefits paid on behalf of a 
direct medical services employee during the quarters the employee was 
included on the districtôs participant list other than dental, disability, health, or 
life insurance premiums or employer -paid child day care.

Å Child Day Care ïEmployer -paid child day care costs for the children of a 
direct medical services employee paid as employee benefits during the quarters 
the employee was included on the districtôs participant list.  

Å Dental Insurance ïThe direct costed, employer -paid dental insurance 
premiums for a direct medical services employee during the quarters the 
employee was included on the districtôs participant list.  

Å Disability Insurance ïThe direct costed, employer -paid disability insurance 
premiums for a direct medical services employee during the quarters the 
employee was included on the districtôs participant list.  

Å Health Insurance ïThe direct costed, employer -paid health insurance 
premiums for a direct medical services employee during the quarters the 
employee was included on the districtôs participant list.  

Å Life Insurance ïThe direct costed, employer -paid life insurance premiums for 
a direct medical services employee during the quarters the employee was 
included on the districtôs participant list. 

HHSC Rate Analysis
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Direct Medical Services Data 
(Step 3)

HHSC Rate Analysis
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Direct Medical Services Data 
(Step 3)

Federal Funding Reduction:

Federal Funding Amount (including ARRA funds) ï
The federal grants, matching funds, and/or ARRA/Stimulus 
funds received by the district for a direct medical services 
employee/contractor during the quarters the 
employee/contractor was included on the districtôs 
participant list.  The Federal Funding Reduction column is 
used to subtract the federal funds applied to the costs that 
were included in the Payroll Taxes & Benefits columns to 
arrive at the net cost for the employee/contractor. 

NOTE:  MAC funds are 
considered ñreimbursementò 

funds and are not required to be 
backed out.

HHSC Rate Analysis



Direct Medical Services Data (Step 3)

Steps 3c and 3d of the cost report are used to document direct 
costed supplies, materials, and certain allowable expenses related 
to all services.

Å Do not report supplies or materials that support administrative 
services.

Å If costs were not reported for a cost category in Step 3a or 3b 
of a districtôs cost report, the district will not be allowed to 
report costs for that cost category in Steps 3c or 3d.

HHSC Rate Analysis
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Direct Medical Services Data 
(Step 3)

3c. Direct Medical Services Other Costs Summary Data 
(Includes Appendix A less than $5,000)

ÅRequired Continuing Education - Allowable 
expenditures include training and continuing 
education seminars, travel, and other staff 
costs to maintain professional licensure 
and/or certification.  Education and/or 
training costs are not allowable for staff 
pursuing licensure or certification as a new 
profession. 

ÅNote: There is NO certification/licensure 
required to be a PCS provider. As a result, no 
continuing education costs can be claimed 
under PCS.  

HHSC Rate Analysis
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Direct Medical Services Data 
(Step 3)

3c. Direct Medical Services Other Costs Summary Data 
(Includes Appendix A less than $5,000)

ÅDirect Medical Travel - Travel costs incurred 
by district employees to provide direct 
medical services to a recipient.  Allowable 
staff travel expenditures include mileage 
reimbursements, fuel 
allowances/reimbursements, cab or bus fare, 
hotel, and other travel reimbursements paid 
to staff.

ÅNote: There is NO certification/licensure 
needed to be a PCS provider. As a result, no 
travel costs incurred from continuing 
education costs can be claimed under PCS.  

HHSC Rate Analysis
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Direct Medical Services Data 
(Step 3)

3c. Direct Medical Services Other Costs Summary Data 
(Includes Appendix A less than $5,000)

ÅAppendix A Other Direct Medical (less 
than $5,000) - Appendix A is an all inclusive 
list of Medicaid -allowable costs for direct 
medical services. The list provided in 
Appendix A includes the only CMS approved 
materials and supplies. Any request for 
additional items not included will require CMS 
approval. The total cost of Appendix A items 
reported is allowable if the materials and 
supplies are only dedicated to the 
provision of direct medical services.

ÅNote: Supplies and materials associated with 
academics are NOT an allowable costs under 
Appendix A. 
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Direct Medical Services Data 
(Step 3)

3c. Direct Medical Services Other Costs Summary Data 
(Includes Appendix A less than $5,000)

ÅOther Reductions - Other funding by which 
costs are reduced would include recovery of 
costs.  For example, if an insurance claim 
were filed and the insurance company made a 
payment to the provider, the payment would 
be considered a recovery of costs and should 
be reported as a reduction to costs. 

ÅNote: costs that belong in other categories 
such as Direct Medical Travel or Required 
Continuous Education should NOT be included 
in this category.  
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Direct Medical Services Data 
(Step 3)

3c. Direct Medical Services Other Costs Summary Data 
(Includes Appendix A less than $5,000)

Each cost entered in Step 3c will require four key components

1. Cost category (drop -down menu varies by cost item)

2. Amount

3. Federal Funding Amount

4. Type (drop -down menu varies by cost item)

HHSC Rate Analysis
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Direct Medical Services Data 
(Step 3)

3d. Appendix A ðDepreciation of Direct Medical 
Services Materials & Supplies ($5,000 or over)

Å Appendix A items costing $5,000 and over should be 
documented for depreciation in Step 3d.  

Å Depreciation is the periodic reduction of the value 
of an asset over its useful life or the recovery of the 
assetôs cost over the useful life of the asset.  

Å Allowable depreciation expense for direct medical 
services includes only pure straight - line depreciation.  
Any single item purchased during the cost - reporting 
period costing less than $5,000 must be expensed and 
reported accordingly in Step 3c.  

Å Refer to the Cost Reporting Instructions manual for 
more information on depreciation of assets. 
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Updated Appendix A

HHSC Rate Analysis

ÅPlease note that we now have an 
updated Appendix A list which will be 
available on our website. 

Å Review the list carefully and ensure that you 
have relevant documentation to support the 
items claimed.

ÅPlease also note that the items 
claimed must be medically 
necessary. 
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Appendix A Supporting 
Documentation 

Å Adequate documentation for 
seminars/conferences includes:

Å A program brochure describing the seminar 
or a conference program with a description 
of the workshop attended. 

Å The documentation must clearly 
demonstrates that the seminar/ 
conference/ workshop provided training 
required to maintaining professional 
licensure/ certification.
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Appendix A Supporting 
Documentation contõd

Å At a minimum, documentation for purchased 
Appendix A items should include accounting 
ledgers, invoices, purchase orders, 
vouchers, canceled checks, mileage logs, 
flight logs, asset records, inventory records, 
verification of credentials, and/or cost 
allocation spreadsheets.
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Transportation Data (Step 4) 

Transportation services in a school setting may be reimbursed 
when they are provided on a specially adapted vehicle and if the 
following criteria are met:

Å Service provided to or from a Medicaid -covered service on the day 
for which the claim is made

Å A child requires transportation in a specially -adapted vehicle to 
serve the needs of the disabled

Å A child resides in an area that does not have school bus 
transportation, such as those in close proximity to a school

Å The Medicaid services covered by SHARS are included in the 
studentôs IEP

Å The special transportation service is included in the studentôs IEP
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Transportation Data (Step 4)

A specially adapted vehicle is one that has been 
physically modified (e.g. addition of wheelchair lift, 
addition of harnesses/protective restraint devices, 
addition of child protective seating or addition of air 
conditioning). 

HHSC Rate Analysis
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Transportation Data (Step 4)

Transportation Services 
(Only Specialized Trans.)

Å Reflects transportation 
employees/contractors whose 
transportation duties are to 
service and/or drive a specially 
adapted vehicle. 

Å Reduced by the One -Way Trip 
Ratio. 

Å One-Way Trip Ratio = 
(Total one -way trips for 
Medicaid students with 
IEPs requiring specialized 
transportation 
services)/(Total one -way 
trips for all students with 
IEPs requiring specialized 
transportation services) 

Transportation Services (Not 
Only Specialized Trans.)

Å Reflects transportation 
employees/contractors whose 
servicing and/or driving duties 
float between specially 
adapted vehicles and regular 
transportation vehicles. 

Å Reduced by the Specially -
Adapted Vehicles Ratio & the 
One-Way Trip Ratio.

Å Specially -Adapted Vehicles 
Ratio = (Total number of 
specially adapted 
vehicles)/(Total number of 
vehicles)

Å One-Way Trip Ratio = 
(Total one -way trips for 
Medicaid students with 
IEPs requiring specialized 
transportation 
services)/(Total one -way 
trips for all students with 
IEPs requiring specialized 
transportation services) 
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Transportation Data (Step 4)

Transportation Employee Information:

Å Employee information consists of Provider Category, External ID, Name, and 
Employment Type.

Å Provider Category ïEmployees and contractors should be designated as ñOnly 
Specialized Transò or ñNot Only Specialized Trans.ò If a transportation employee 
or contractorôs costs cannot be direct costed to only specialized transportation 
or the individualôs duties included driving and/or servicing both specially 
adapted vehicles and regular transportation vehicles the employee should be 
designated as ñNot Only Specialized Trans.ò See Cost Report Manual for more 
information .

Å Employment Type ïFull Time, Part Time or Contract

Å Most employee information data can be added and/or edited from Step 4a or 4b.

Å Employee information reported in Step 4a is summarized and reduced to Provider 
Category, Number of Employees (headcount), and Number of Contractors (headcount) 
in Step 4b.

Transportation Payroll, Taxes and Benefits:

Å Hours ïTotal hours paid to the transportation staff member (district employee or 
contractor) during the cost report period. Transportation staff includes bus drivers, 
mechanics, and mechanic assistants. Hours include overtime, travel time, 
documentation time, training time, staff meeting time, paid vacation time, and paid 
sick leave time relating to the Gross Salary/Contractor Payments reported for the staff 
member. Employee Hours and Contractor Hours are reported separately in Step 4b.
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Transportation Data (Step 4)

Transportation Payroll, Taxes and Benefits:

Å Gross Salary/Contractor Payments ïSalary/payments paid to an employee 
or contractor (before taxes or any deductions) for the hours he/she provided 
transportation services as a bus driver, mechanic, or mechanic assistant.  Gross 
Salary/Contractor Payments includes overtime pay, cash bonuses, and any cash 
incentives paid from which payroll taxes are (or should be) deducted.  Gross 
Salaries and Contractor Payments are reported separately in Step 4b. 

Å Employer - Paid Retirement ïDirect costed, employer -paid retirement 
contributions made by the district for a transportation employee during the 
federal fiscal year in which the individual served as a bus driver, mechanic, or 
mechanic assistant for the district.  

Å Employer - Paid FICA ïDirect costed, employer -paid FICA contributions made 
by the district for a transportation employee during the federal fiscal year in 
which the individual served as a bus driver, mechanic, or mechanic assistant for 
the district. 

Å Employer - Paid Medicare ïDirect costed, employer -paid Medicare contributions 
paid for a transportation employee during the federal fiscal year in which the 
individual served as a bus driver, mechanic, or mechanic assistant for the 
district.
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Transportation Data (Step 4)

Transportation Payroll, Taxes and Benefits:

Å State Unemployment (Payroll Taxes or Reimbursing Employer Costs) ïThe 

direct costed, employer -paid Texas Unemployment Compensation Act (TUCA) 

contributions paid for a transportation employee during the federal fiscal year in 

which the individual served as a bus driver, mechanic, or mechanic assistant for 

the district.  Reimbursing employers that pay into an unemployment account in 

lieu of taxes should report the actual amount of unemployment compensation paid 

for the transportation staff member.  

Å Federal Unemployment ïThe direct costed, employer -paid Federal 

Unemployment Taxes Act (FUTA) contributions paid for a transportation employee 

during the federal fiscal year in which the individual served as a bus driver, 

mechanic, or mechanic assistant for the district. 

Å Workerôs Compensation Costs (including Self- Insurance Costs) - Costs for 

transportation staff must be reported with amounts accrued for premiums, 

modifiers, and surcharges, and net of any refunds and discounts actually received 

or settlements paid during the federal fiscal year the employee served as a bus 

driver, mechanic, or mechanic assistant for the district.  Costs related to self -

insurance are allowable on a claims -paid basis and are to be reported on a cash 

basis.  Contributions to self - insurance funds that do not represent payments based 

on current liabilities are unallowable costs .
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Transportation Data (Step 4)

Transportation Payroll, Taxes and Benefits:

Å Other BenefitςAny direct costed, employer-paid benefits paid on behalf of a transportation 
services employee other than dental, disability, health, or life insurance premiums or 
employer-paid child day care during the federal fiscal year the employee served as a bus driver, 
mechanic, or mechanic assistant for the district.

Å Child Day CareςEmployer-paid child day care costs for the children of a transportation 
services employee paid as employee benefits during the federal fiscal year the employee 
served as a bus driver, mechanic, or mechanic assistant for the district.  

Å Dental InsuranceςThe direct costed, employer-paid dental insurance premiums for a 
transportation services employee during the federal fiscal year the employee served as a bus 
driver, mechanic, or mechanic assistant for the district.  

Å Disability InsuranceςThe direct costed, employer-paid disability insurance premiums for a 
transportation services employee during the federal fiscal year the employee served as a bus 
driver, mechanic, or mechanic assistant for the district.  

Å Health InsuranceςThe direct costed, employer-paid health insurance premiums for a 
transportation services employee during the federal fiscal year the employee served as a bus 
driver, mechanic, or mechanic assistant for the district.  

Å Life Insurance ςThe direct costed, employer-paid life insurance premiums for a transportation 
services employee during the federal fiscal year the employee served as a bus driver, 
mechanic, or mechanic assistant for the district. 
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Transportation Data (Step 4)

Federal Funding Reduction:

Federal Funding Amount (including ARRA funds) ï
The federal grants, matching funds, and/or ARRA/Stimulus 
funds received by the district for a transportation 
employee/contractor during the federal fiscal year in which 
the individual served as a bus driver, mechanic, or 
mechanic assistant for the district.  The Federal Funding 
Reduction column is used to subtract the federal funds 
applied to the costs that were included in the Payroll, 
Taxes & Benefits columns to arrive at the net cost for the 
employee.

NOTE:  MAC funds are considered 
ñreimbursementò funds and are not 

required to be backed out.
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Transportation Data (Step 4)

4c. Transportation Other Costs Summary Data

In addition to payroll expenses, SHARS allows school districts to report other costs 
incurred by the districtôs staff/contractors to provide specialized transportation 
services.  The other costs that can be reported in Step 4c should be reported as either 
Transportation Services (only Specialized Trans) or Transportation Services (not only 
Specialized Trans).  The costs allowable in this section include:

Å Required Continuing Education ïAllowable expenditures include training and 
continuing education seminars, travel, and other staff costs to maintain 
professional licensure and/or certification.  Education and/or training costs are 
not allowable for staff pursuing licensure or certification as a new profession .  

Å Private Payments to Parents/Guardians ïPayments made to parents for 
specialized transportation one -way trips.  See Cost Report Manual for more 
information on Private Payments to Parents/Guardians .  

Å Other Reductions ïIncludes federal funding for any of the costs reported for 
specialized transportation services.  Specialized transportation services costs are 
not reduced by MAC funding.  An example of federal funding to be reported as a 
reduction to costs is funding through the Individuals with Disabilities Education 
Act (IDEA). 
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Transportation Data (Step 4)
4d.  Worksheet C ðOther Transportation Costs

Like Step 4c, Step 4d allows cost report preparers to enter other transportation costs.  Section 
4d allowable costs are those expenses that resulted from the districtôs use of transportation 
equipment/services.  Like Step 4c costs, the allowable costs a district can claim in Section 4d 
should be submitted under the appropriate Cost Category (Transportation Services ïonly 
Specialized Trans or Transportation Services ïnot only Specialized Trans) to ensure that data is 
properly calculated by the annual cost report system.  The Step 4d allowable Cost Types include:

Å Contract - Transportation Equipment - Report costs of contracted specialized 
transportation equipment.  

Å Contract - Transportation Services - Report costs of contracted specialized transportation 
services. 

Å Fuel and Oil - Report gasoline, diesel, other fuel and oil costs for specialized 
transportation vehicles.  

Å Insurance - Report the cost for insurance premiums for specialized transportation 
vehicles.  Costs should be reported with amounts accrued for premiums, modifiers, and 
surcharges and net of any refunds and discounts actually received or settlements paid 
during the same cost reporting period. 

Å Lease/Renta l - Report the lease/rental costs of specialized transportation equipment as 
indicated.  If a vehicle lease includes both specialized transportation equipment and non -
specialized transportation equipment, allocate the costs based on the number of leased 
specialized transportation equipment items divided by the total number of leased 
transportation equipment items and report the amount as ñTransportation Services (only 
Specialized Trans)ò or report the total cost as ñTransportation Services (not only Specialized 
Trans).ò
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Transportation Data (Step 4)

4d.  Worksheet C ðOther Transportation Costs

Å Maintenance and Repairs ïReport repairs and 
maintenance, including non -depreciable tune -ups, oil 
changes, cleaning, licenses, inspections, and 
replacement parts due to normal wear and tear for 
specialized transportation vehicles.  Report 
maintenance supplies related to specialized 
transportation vehicles.  Major vehicles repairs costing 
$5,000 or more must be depreciated and reported as 
ñDepreciation-Transportation Equipment.ò

Å Major Purchases Under $5,000 ïReport non -
depreciable equipment purchases required to maintain 
and repair specialized transportation equipment as 
purchases under $5,000.  

Å Other ïDirect costed supplies and materials related 
to specialized transportation equipment and/or 
services other than those specifically identified in this 
section. 
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Transportation Data (Step 4)
Contract Transportation Services/Equipment

Many districts use contractors to provide transportation services for their students. This cost 
can be claimed in the SHARS cost report in Step 4d . The method of determining the allowable 
cost to the report can vary based on the terms of each individual districtôs negotiated contract. 
To determine if the cost is allowable and what percentage of the cost is allowable, the district 
must evaluate the contract to determine what costs contribute to Specialized Transportation. 
If the contract has a direct cost impact, determine the allocation that will justify the 
appropriate amount specific to Specialized Transportation. The district must be able to provide 
supporting documentation to justify the allocation. Consider the following when evaluating and 
reporting costs:

Å If a district owns the vehicles the contractor used to provide transportation services, the 
district should identify the owned vehicles under the Specially -Adapted Vehicle Ratio in 
Step 2 (Lines 00.00.16 & 00.00.17) of the cost report.  The cost report preparer can then 
either allocate the total contract transportation services/equipment cost into ñonly 
specialized transò and ñnot only specialized trans,ò or simply report the total expense as 
ñnot only specialized trans.ò  

Å If a district does not own the vehicles used to provide transportation services, it should 
report its contractorôs Specially-Adapted Vehicle Ratio in Section 2 (Lines 00.00.16 & 
00.00.17) of the cost report. The ratio should only include the contractorôs vehicles used 
to provide services to the district. The cost report preparer can then either allocate the 
total contract transportation services/equipment cost into ñonly specialized transò and 
ñnot only specialized trans,ò or simply report the total expense as ñnot only specialized 
transò.

If neither of the scenarios above describes the districtôs contract of transportation 
services/equipment arrangement, please contact the SHARS rate analyst for assistance.
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Transportation Data (Step 4)

4d.  Worksheet C ïOther Transportation Costs

All Step 4d costs should be recorded under the 
appropriate cost category and should include:

Å Gross Costs

Å Federal Funding Amount

Å Other Reductions ïother funding by which costs 
are reduced would include recovery of costs.  For 
example, if an insurance claim were filed and the 
insurance company made a payment to the 
provider, the payment would be considered the 
recovery of costs and should be reported under 
ñOther Reductions.ò  

Federal Funding Amounts and Other Reductions are 
auto -summed within Section 4d to arrive at the Total 
Reductions amount.  All Step 4d cost components are 
auto -summed and used in the annual cost reportôs total 
SHARS calculations in Step 5. 
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Transportation Data (Step 4)
4e. Depreciation ðTransportation Services (Specially -Adapted 

Vehicles Only)

Depreciation is the periodic reduction of the value of an asset over its useful life or the 
recovery of the assetôs cost over the useful life of the asset.  Allowable depreciation 
expense for specialized transportation services includes only pure straight - line 
depreciation and is limited to specially adapted vehicles.  No accelerated or additional 
first -year depreciation is allowed.  In Step 4e:

Å Each depreciable item must be reported individually.  Items should not be 
combined under generic descriptions such as ñvariousò or ñequipment.ò  

Å Detail data is required for each item reported.  The data is used to auto -calculate 
the itemôs depreciation.  

Å Years of Useful Life is pre -programmed for each type of depreciable asset that 
can be reported.

Å The annual cost report will auto -update a depreciable itemôs ñPrior Period 
Accumulated Depreciationò each year until the item has reached the end of its 
useful life.

Å Current depreciation for depreciable items is calculated within the annual cost 
report in this section and is then transferred to the cost reportôs Transportation 
Services table as ñOther Costsò for cost category ñTransportation Services  (only 
Specialized Trans).ò  The amount is then used to calculate the districtôs Medicaid 
allowable (transportation) costs.
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Transportation Data (Step 4)

4e. Depreciation ðTransportation Services 
(Specially -Adapted Vehicles Only)

Any single (transportation) item purchased during the cost -
reporting period costing less than $5,000 must be 
expensed and reported accordingly in Step 4d.
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Online Claim Verification & 
Submission (Step 5)

In Step 5, all the cost entries submitted by a 
preparer are summarized and totaled by cost 
category and then presented to the preparer 
for review.

A SHARS Financial Contact must review the 
districtôs data to verify that all costs listed 
are accurate.

Once the data has been approved, the 
contact must then submit the cost report to 
HHSC.
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Online Claim Verification 
& Submission (Step 5)
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